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4250 Budget Neutrality Factor. A budget neutrality factor is calculated for each upcoming State fiscal year. 
Whether or not a hospital is held-harmless depends on the budget neutrality factor that is applied in s4220 for 
calculating the rate per outpatient visit. Before calculating the budget neutrality factor, the Department identifies the 
amount of funds that are available in the upcoming State fiscal year to reimburse hospitals for outpatient services. 
The Department also estimates the gross projected costs to be incurred by each and allhospitals for these 
outpatient services. The budget neutrality factor is the quotient of the total funding available for reimbursing 
hospitals divided by the projected costs of all hospitals. 

According to 54220, the budget neutrality factor times the average inflated costsper visit for each hospital results in 
each hospital’s rate per outpatient visit. A hospital gets its hold-harmless rate if its rate per outpatient visit is a lower 
rate The difference, that is, the extra funding needed to reimburse hold-harmless hospitals at their higher hold
harmless rate, is taken-out of the funds available for paying the rate per outpatient visit. 

Then, another calculation of the budget neutrality factor is done using the reduced available funding as the dividend 
and the projected hospital costs as the divisor. The resulting budget neutrality factor is applied to further decrease 
the rates per outpatient visit for all hospitals. Hold-harmless hospitals are again identified and available funds 
reduced for the extra funds needed for the hold-harmless hospitals. 

This calculation of a budget neutrality factor is done over and over until there are no additional hold-harmless 
hospitals identified. At that time, this is the budget neutrality factor used for the calculating the rates per outpatient 
visit for the upcoming State fiscal year. 

4300 InterimPayments. 

Payments, based on an interim rate, are provided during a hospital’s fiscal year. Interim payments are reconciled 
to reimbursable costs at the time of retroactive settlement. For most hospitals, this interim rate is the hospital’s 
rate per outpatient visit or, if applicable, the hospital’s hold-harmless rate. For new hospital providers for which 
an audited cost report is not available, the Department makes interim payments at the average percentage of 
allowed outpatient hospital charges paid to in-state hospitals. Clinical diagnostic laboratory tests performed with 
outpatient visits are paid at WMP fee schedule for such tests. The Department may adjust interim payment rates 
in order to approximate the amount that is expected to be due the provider upon final settlement. This may 
include, but is not limited to, administrative adjustments under 56000 and 56800. 

4400 Computation of Retroactive Settlement 

4410 Retroactive Settlement Period. A hospital’s interim payments are reconciled to the hospital’s reimbursable 
cost for the period of itsaudited cost report. Most cost reports cover the hospital’s fiscal year but couldcover a 
period other than twelve months. The period need not coincide with the State fiscal year. 

4420 Allowable Outpatient Costs. A hospital’s “allowable outpatient costsare identified in its audited cost report 
and are determined accordingto applicable Medicaid and Medicare standards and principles of reimbursement(42 CFR 
Part 405 and HIM-15). The cost report providesa methodology of cost finding that identifies the amountof costs 
applicable to outpatient services provided persons eligible for fee-for-service coverageof the Wisconsin Medicaid 
program. 
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4900 Critical AccessHospitals 

4920 Interim Payments. Interim payments are made at the critical access hospital’s (CAH) average inflated 
cost per visit of s4210 above. The Department may adjust interimpayment rates to approximate the retroactive 
settlement. A CAH may request the administrative adjustment under96890,“Critical Access Hospital Interim 
Cost Payment Adjustment”. 

4930 	Retroactive Settlement. Critical Access Hospital’s outpatientpayments are subject to a retroactive 
settlement based on the final Medicaid cost reportfor the hospital’s fiscal year. The final settlement will 
compare the lower of the hospital’s allowable costs, allowable charges,or “gross laboratory-fee-limited 
ceiling”, with the interim Medicaidpayments for those services. 

A “gross laboratory-fee-limited ceiling” is thesum of the amounts calculated under items (a) and (b) 
below. 

(a) 	 For diagnostic laboratory tests provided in outpatient visits, the total amount that the WMP 
would reimburse for the laboratory tests based onthe WMP fee schedule for such tests. 

(b) 	 For other services provided in the outpatient visits (that is, services other than the above 
laboratory tests), the lower of the following isdetermined, either (1) the total allowedcharges 
for such other services, or (2) the total costsfor such other services. 

If the interim payments exceed the lower of the allowable costs, allowablecharges, the department will recover 
the excess payments. 

If the lower of the hospital’sallowable cost, allowable charges exceed the interim payments, the 
department will reimburse the hospital by the amount of the lowerof the hospital’s allowable cost, 
allowable charges, minus interim payments. 
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5000 REIMBURSEMENT FOR OUTPATIENT SERVICES PROVIDED OUT-OF-STATE 

Outpatient hospital services provided at d out-of-state hospitals, including border status hospitals,shall be 
paid at the average percentage of allowed outpatient hospital charges paid to in-state hospitals. 
Reimbursement for diagnostic laboratory serviceswill be the lowerof laboratory fee scheduleamounts of the 
Wisconsin Medical Assistance Program or the hospital's laboratory charges for services rendered. Payment for 
outpatient services provided by out-of-state hospitals which are not certified as border status will belimited to 
emergency services orservices prior authorized by the WisconsinMedical Assistance Program. 

5500 BORDER METROPOLITANSTATISTICAL AREA (MSA) SUPPLEMENT 

552 Qualifying Criteria. AhospitalmayqualifyforaborderMSAsupplementpayment if it is located in a 
metropolitan statistical area (MSA) which hasits primary urban area locatedin a state other than Wisconsin.MSA 
designations to be used are those used byCMS in the Medicare program on July 1, 1993. 

5530 Calculation of Payment.Amonthlypaymentwillbedeterminedforeachqualifyinghospitalbasedonthe 
amount of outpatient services which were provided to Wisconsin Medical Assistance Program (WMAP) recipients. 
Total annual supplemental payments to all qualifying hospitals shall not exceed an annual target amount. A monthly 
payment amount will be determined accordingto the following formula effective May 1994 through June 1995.As of 
July 1995 and each July thereafter, the payment amount 12 month period, Julywill be updated and effective for each 
through June. 

V = NumberofWMAPoutpatientvisits in the12monthperiodwhichbegins in themonthof 
July, two calendar yearsprior to the effective date of the MSA supplement update. 
(Example, for the May 1. 1994effective date, the 12month period will be July 1992 through June 1993; for a July 1. 
1995effective date, July 1993 through June 1994will be used ) 

W = Weightingfactorfromtable in $5540 below 
V x W = Weightedvisitsofaqualifyinghospital 

Sum of (V x W) = Sum of weighted visits of all qualifying hospital 
T = Statewideexpendituretargetamountasstated in $5560 below 
M = Monthlypayment to thequalifyinghospital 

Calculation: [ ( V x W) I Sumof (V x W) x T I  1 12months = M 

5540 Weighting Factor. The weighting factor (W) will be selected from the following table based on the 
hospital's Medicaid utilization rate for services provided duringits fiscal year which endedin the calendar year ending 
two years prior to the effective date of the Supplemental payment.(Example. for May I. 1994.the hospital's fiscal year ending in 

1992will be used, for a July 1, 1995effective date, the hospital's fiscal year ending &I 1993 w i l l  be used.) The hospital's Medicaid utilization 
rate will be the hospital's total charges for WMAP covered inpatient and outpatient services divided by the hospital's 
total charges forall patient services provided during its fiscal year. Total chargeswill be based on the charges 
reported by the hospitalin its "Fiscal Year Hospital Fiscal Survey". Charges for WMAP serviceswill be based on 
Medicaid claims submitted to the WMAP and will not include charges for services which were coveredin full or part 
by Medicare and chargesfor services for which the WMAP did not make a paymentto the hospital (such as hospital 
stays for which insurance paid thefull amount for which the WMAP would have paid). 

Medicaid Rate FactorUtilizationWeighting 
Upthrough 7.5% .................................. 15 
7.6% through9.9% ............................... 30 
10.0%andgreater ................................ 45 

5560 TargetAmount. Theannualtargetamountwillbe$250,000. 
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